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New Federal Fiscal Control Procedures on Trial 


Performance Budgeting, Consolidated Appropriations Measure, Used 


for First Time, Point Way to Economy 


by HERBERT 2. MILLER, Executive Director, The Tax Foundation 


pron OF two noteworthy Federal fiscal procedures has made (and promises to make) 
1950 a year of unusual importance in Federal budget history. While so far experience with 
these procedures — performance budgeting and the consolidated appropriation bill — is still 


fragmentary, their utilization through the first 
half of the year is properly the subject for 
evaluation at this time. 


When the President presented to Congress in 
January his new type budget for the fiscal year 
1951 (beginning next July 1), it was widely hailed 
as an example of what could be accomplished by 
following the Hoover Commission’s recommenda- 
tion that the Federal government use a simplified, 
performance-type budgetary document. And, while 
it did not hew as closely to the line the Commission 
had suggested and represented only in part the 
plan offered for a performance budget, it nonethe- 
less was a real step in the right direction. As such, 
it offers some clues to its future value and 
effectiveness. 

In offering this remedy for the out-moded budget 
style (as one way to bring efficiency to the Federal 
government), the Commission said: 

“Under performance budgeting, attention is 
centered on the function or activity — on the accom- 
plishment of the purpose — instead of on lists of 
employees or authorizations of purchases. In reality, 
this method of budgeting concentrates Congressional 
action and executive direction on the scope and 
magnitude of the different Federal activities. It 
places both accomplishment and cost in a clear 
light before the Congress and the people.” 

Performance budgeting is not a new procedure. 
Essentially it calls for the presentation of, and the 
substantiation for, the expenditures of government 
by program, so that the cost of each program or 
project can be weighed in terms of estimated per- 
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formance, then later checked to disclose actual 
performance and cost. 

Under performance budgeting, the objects of 
expenditure, i.e., personnel, supplies, etc., are sub- 
ordinated to the program to be achieved. This has 
caused some difficulty and aroused some criticism. 
from members of Congress because the detailed 
schedules of the objects of expenditures were not 
available to the same extent as formerly. 

However, this criticism, while justified in most 
cases, was not a weakness of the performance 
budget technique, because in no sense does it 
eliminate disclosure of those objects of expenditure, 
the building blocks of the program structure. 

Rather, the failure was due more to inadequate 
accounting and reporting. Both the Chairman of 
the House Appropriations Committee and the rank- 
ing Minority member have recognized this and have 
given warning on the subject, a warning which 
deserves the immediate attention of both Congress 
and the Executive Branch. 


Accounting Reform Is Key 


More specifically, in referring to the lack of 
appropriate accounting information and the need 
for improved accounting, the House Appropriations 
Committee report on the 1951 Consolidated Appro- 
priations Bill comments: 

“The Commission on Organization of the Execu- 
tive Branch of the Government recommended a 
very extensive revision of the form in which the 
Federal budget is presented to the Congress, and 
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the 1951 budget, as presented, is an effort to 
comply with the recommendations of the Commis- 
sion. Much improvement over the old form has been 
made, but only the first steps have been taken. 

“It will require two or three years to realize the 
full benefit that should flow from the structural 
revisions undertaken pursuant to the Commission’s 
recommendations. In its full fruition it is hoped 
and expected that the better presentation of data 
will enable the Congress to appropriate more in- 
telligently and provide funds more nearly in line 
with actual requirements. 

“This can be accomplished only if the budget 
data are so directly related to the accounting data 
available in the agencies as to make possible a close 
check on cost of operations. Some of the schedules 





and past years inasmuch as most agencies of the 
government are operating antiquated accounting 
systems which do not produce the kind of cost 
information which is required. But if the new 
method is to succeed, immediate attention must be 
given to modernization and improvement of account- 
ing systems, and the schedules presented in the 
budget must be so written as to provide a basis 
for proper accounting .. .” 

It is clear then that experience to date with the 
performance budget technique indicates that im- 
provements in the form and contents of the budget, 
must, in many instances, await reform in the gov- 
ernmental accounting systein. 

In this connection it is well to remember that 
the Hoover Commission cited the following five 
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“in the budget for 1951 meet this test. Others are 
so written as actually to result in lessened facility 
for consideration by the Congress as compared with 
the old system. 

“Some of the schedules are so drawn as in reality 
to make the budget justification notes submitted in 
support thereof purely a series of essays with price 
tags attached. Frequently it is not possible to com- 
pare work-load data and past year costs with esti- 
mated future requirements. Unless these schedules 
are revised in such form as to adapt themselves to 
appropriate accounting systems, the Committee on 
Appropriations will be confronted each year with 
the task of comparing an estimate of requirements 
for the future with an estimate of expenditures in 
the past, rather than being able to compare estimates 
of future requirements with actual costs of past 
operations. 

“The Secretary of the Treasury, the Comptroller 
General of the United States, and the Director of 
the Budget have undertaken a joint program to 
improve accounting processes in the Government. 
In this effort lies the success or failure of the per- 
formance-type budget. It was not expected that the 
1951 budget would furnish cost data for the current 
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major deficiencies in the present accounting system: 

1. There is no formal accounting plan for the 
government as a whole. 

2. No one is charged with the duty of developing 
such a plan. 

3. There is no one who would have the power 
to install such a plan and compel compliance with 
its provisions. 

4. The statutes make no provision for either a 
complete accounting system or a chief accounting 
officer to direct accounting activities. 

5. The auditing functions under the Comptroller 
General are so involved at present with accounting 
and other administrative matters, they fail to operate 
effectively. 


A Promise Held Out 


It should be pointed out, however, that so far one 
(but the only one) important Congressional action 
looking to improvement of governmental accounting 
since the Hoover report was made, is contained in 
the National Security Act Amendments of 1949. 
If a laboratory of detailed, objective appraisal of 
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performance budgeting, teamed with real account- 
ing control, is wanted, the Department of Defense 
offers it today. 


The only present official hope for improvement 
along the accounting line lies in the cooperative 
effort now under way involving the General Account- 
ing Office, the Treasury, and the Budget Bureau. 

To the extent, then, that the 1951 budget followed 
performance budgeting practices, it was a real im- 
provement in overall presentation and shows the 
promise it holds if accounting facts can supply the 
details of past cost performance — the one way to 
review and to justify proposed expenditures. 

To turn to the other facet of 1950’s Federal fiscal 
progress, the Consolidated Appropriations procedure, 
it is noteworthy that the Hoover Commission’s 
Fiscal, Budgeting and Accounting Task Force recom- 
mended that the number of appropriation bills 
(from 10 to 12) be reduced to one or two. This 
supported the proposals made by Senators Byrd 
and Butler several years ago, as well as the Senate 
action approving a concurrent resolution to com- 
bine all appropriation bills into one. 

Chairman Clarence Cannon of the House Appro- 
priations Committee invoked this procedure with 
the result that the Consolidated Appropriations Bill 
passed the House and is now before the Senate. 


An Important Tool 


While it is not a completely consolidated bill 
(since certain appropriations are not in it) it is 
another important experiment in appropriation 
history which bids fair to become more important 
as experience in its use is gained by the Congress. 

To date, some critics of the procedure have based 
their criticism on the fact that the bill as it passed 
the House did not confine expenditures to the total 
of estimated revenue. Of course, the procedure is 
no guarantee of such a result. Actually, the bill is 
only a tool for the use of Congress. The bill covered 
only $30,613,000,000 of budget requests for appro- 
priations and contract authorizations for fiscal 1951, 
out of a total of $43,607,000,000. The $12,994,- 
000,000 not covered consisted primarily of interest 
on the debt and items of proposed legislation re- 
quiring authorization by Congress, such as foreign 
aid, aid to education, etc. Items of the latter type 
will be considered under the bill in the Senate — 
if the authorizing action has taken place. 

The economy record established by the House in 
this first experiment with the consolidated appropria- 
tions technique applies only to the $30,613,000,000 


of budget requests considered in the bill. As reported 
by the Appropriations Committee to the House, the 
bill contained an estimated reduction of $1.5 billion 
below budget requests. Amendments to the bill in 
the House both increased and decreased the amounts 
reported by the Committee. The increases approved 
totalled $485,000,000, of which $406,000,000 was 
for defense. Specific decreases totalling $35,000,000 
were approved, in addition to the Taber-Thomas 
and Jensen amendments. 

The Taber-Thomas amendment (adopted 274 to 
112) requires an overall reduction of $600 million 
in appropriations and contract authorizations in 
the bill as adopted by the House. These are to be 
achieved largely through placing limitations on 
amounts estimated in the budget to be spent for 
such administrative categories as civilian personnel, 
travel, transportation of things, communication 
services, rent and utilities, printing, supplies, equip- 
ment, lands and structures and other contractual 
services. The limitations are based primarily on 
percentage reductions, largely excluding the de- 
partment of defense. 

Overall, the cut below the total budget estimates 
for these purposes exceeds the $600 million paring 
required under the Taber-Thomas amendment; but 
the Appropriations Committee already had made 
reductions in some of these areas, so that it is not 
possible to determine at this stage, how close the 
limitations will come toward realizing the projected 
$600 million savings. Rep. Taber, however, it is 
said, has pointed out that if the limitations are not 
sufficient to realize the $600 million cut, the wording 
of the amendment would then require additional 
restrictions within the affected areas. 


Tangible Evidence Shown 


The Jensen amendment, directed solely at reduc- 
ing Federal civilian personnel costs, provides that 
not more than ten per cent of vacancies occuring in 
the ranks of civilian personnel shall be filled during 
fiscal 1951 (with certain stated exceptions, notably 
defense) . 

Rep. Jensen of Iowa, sponsor of this amendment 
(adopted 201 to 185), estimates that if put into 
action it will result in savings of approximately 
$371 million in the next fiscal year. However, there 
is still some question as to the extent to which this 
amendment will overlap the limitation on civilian 
personnel costs under the Taber-Thomas amendment. 

Taking into consideration then the $1.5 billion 
cut made by the Appropriations Committee, the 
specific increases voted during consideration of 
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the bill and allowing for the reduction under the 
Taber-Thomas amendment, it appears that the bill 
as passed by the House is about $1.7 billion below 
comparable budget estimates. This omits, however, 
any possible savings under the Jensen amendment 
where the estimate of savings runs between zero and 
$371 million. 


To those who regard reduction of government 
expenditures as a drastic need, these amendments 
are offered as tangible evidence of the efficacy of 
the consolidated appropriation technique because it 
is unlikely such reductions would have been ap- 
proved had appropriations been presented in their 
former hit-or-miss, piecemeal fashion. 


To others, the cuts are too drastic, unfair to some 
departments, “meat axe” techniques and shots in 
the dark. But here again, much of this attack is 
based on the fact that too little is known about the 
possible definite effect the amendments will have — 
if applied. Again, this is more evidence of a faulty 
accounting system which fails to reveal what is 
necessary for either good management or effective 
legislative control of expenditures. 


What the Bill Does 


Probably the most definite defense of the con- 
solidated appropriations procedure comes from Rep. 
Cannon, who, in a speech before the House (as 
reported in the Congressional Record for May 22) 
made the following comments about the values of 
the technique: 


1. It permits an earlier report of appropriations 
to the House. 


2. It contributes to a more thorough consideration 
and processing of estimates and appropriations. 

3. It protects the bill against amendments 
increasing appropriations or adding new appro- 
priations. 

4. It tends to keep members on the floor (during 
consideration of all appropriations under one bill) . 


Enlarging on this point, Rep. Cannon said: 
“Under the old system, large bills were fre- 
quently passed with a scant two dozen members 


present, and proponents of increases in appropria- 
tions, by carefully timing their attendance, could 
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put through amendments which would not have been 
agreed to with more members present. In fact, one 
of the few objections voiced against the omnibus 
bill is that it irks members by keeping them on the 
floor. I think there will be general agreement that 
the taxpayers would rather irk the members a 
little — at say a million dollars per irk — during 
the consideration of the one bill than to pay the 
additional taxes due to the absence of members in 
the pursuit of their official duties elsewhere.” 

5. It unquestionably retrenches expenditures. 

6. It prevents “logrolling”. 

7. It visualizes at a glance the outline of national 
income and expenditures, and centers the attention 
of the country on the national fiscal picture. “The 
omnibus appropriation bill has made the entire 
country definitely deficit-conscious.” 

8. The reception of the bill in the Senate also 
justifies the consolidation of appropriations in one 
bill. “Heretofore it has been difficult, if not im- 
possible, to make such comparisons | between 
revenue and deficit estimates in connection with 
expenditures], as no one knew until the last bill 
passed both the House and the Senate the aggregate 
amounts involved.” 

Finally, it is of significance that of the cuts so far 
voted, very little has been done to reduce the func- 
tions, or programs of government; rather the re- 
ducing has been more in the field of administrative 
management costs and covers the scope explored 
by the Hoover Commission. However, there is evi- 
dence that Congress has taken a sterner attitude on 
adoption of new functions and programs. 

Up to the present, there is no question that g: eater 
cuts could have been made in functions and pro- 
grams, but at least the consolidated appropriation 
measure — as a bold and new step — helped bring 
the entire Federal fiscal picture into focus, and 
thereby proved its intrinsic value. 

As further experience is gained in its use, it is 
to be hoped that the vitally-needed reforms in 
government accounting will develop with it, and 
give Congress the facts it must have to use this 
fiscal tool in the most effective fashion. To do other- 
wise, when every precaution should be taken to 
safeguard our national solvency in the face of 
deficits and mounting national debts, would be 
tragic indeed. 
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